The paper examines the impact of home-country macroeconomic factors such as gross domestic product (GDP), money supply and inflation on the growth of outward foreign direct investment (OFDI) from India. Vector error correction model is employed to explore the long-run dynamics and short-run causality between the macroeconomic factors and OFDI for the period 1980-2014. The study finds that GDP has positive and significant impact on OFDI whereas money supply and inflation have significant but negative impact on it in the long-run. However, in the short-run, no causality is witnessed between OFDI and macroeconomic factors specified in the model.
Introduction
In the last two decades, world economy has witnessed a new wave of change in the way of globalisation that is the unprecedented growth of outward foreign direct investment (OFDI) from the emerging countries. Recently, a growing body of literature (Athreye and Kapur, 2009; Deng, 2012; Lebedev et al., 2015; Li et al., 2018; Marano et al., 2017; Meyer and Peng, 2016; Stoian and Mohr, 2016; Xia et al., 2014, etc.) has examined the recent growth of OFDI from these countries. The magnitude of OFDI stock from the markets jumped from 68.5 billion in 1980 to 6.1 trillion in 2016. 1 The share of the emerging markets OFDI also increased to 23.3% in 2016 which was 11.7% in 1981 (shown in Table 1 ). According to Gammeltoft et al. (2010) , the recent surge of OFDI from the emerging countries reflects the growing intensity of internationalisation of the emerging multinationals. Manifold growth of OFDI from India has been noticed in 2001 onwards (Table 1) , although, the participation of Indian firms in the overseas investment is not a new phenomenon. The structural transformation of the economy during the liberalised regime with the open-up of the trade and FDI sector has contributed to the change in the OFDI position of the country. A few of the important steps that are introduced as a part of the liberalisation measures during the post-reform period such as allowance of automatic approvals of proposals, introduction of single window clearance mechanism to transfer the approvals of overseas investment from the Ministry of Commerce to the Reserve Bank of India (RBI), bringing of exchange earners other than exporters under the fast track route, etc. have facilitated the growth of OFDI from the country. The establishment of three primary institutions namely Foreign Investment Promotion Board (FIPB), Secretariat for Industrial Assistance (SIA) and Foreign Investment Implementation Authority (FIIA) have also eased the expansion of OFDI from India. Moreover, the replacement of foreign exchange regulation act (FERA) 2 by 'foreign exchange management act' (FEMA) 3 , modification of external commercial borrowing policy and initiation of funding of joints ventures (JVs)/wholly owned subsidiaries (WOSs) abroad are also of the initiative undertaken by Government of India which have supported the growth of OFDI from the country. Most importantly, the allowance of 100% of net worth (under automatic approval route) and gradual raising of this limit up to 400% of net worth to invest in WOSs/JVs is a benchmark step taken by RBI to stimulate the growth of OFDI from the country. Within this backdrop, the accelerated growth of OFDI from India usually raises the question "what drives the growth of OFDI from India?" Although recent studies (Augier and Teece, 2007; Cavusgil and Knight, 2015; Child and Rodridgues, 2005; Gerschewski et al., 2015; Kyläheiko et al., 2011; Tseng et al., 2007, etc.) have been concerned about unveiling the role of firm-specific factors on explaining the OFDI activities, a good body of literatures such as Bhasin and Jain (2013) , Boateng et al. (2014) , Das (2013) , Estrin et al. (2016) , Gao et al. (2013) , Globerman and Shapiro (1999) , Goh (2011 ), Hong et al. (2015 , Huang et al. (2017) , Kalotay and Sulstarova (2010) , Meyer et al. (2018) , Shapiro et al. (2018) , Stoian (2013) , Stoian and Mohr (2016) , Wei et al. (2015) , Rasiah et al. (2010) Wu and Chen (2014) , Sun et al. (2015) , etc. have underlined the importance of home-country factors. Although, macroeconomic environment was not considered as a part of location advantage during 1970s, but Dunning (2009) revealed the importance of macroeconomic environment in describing the location pattern, structure and activities of multinational firms over the last 20 years. Recent works of Tolentino (2010) , Uddin and Boateng (2011 ), Boateng et al. (2014 , Choi and Jeon (2011) , Kueh et al. (2010) , Kyrkilis and Pantelidis (2003) , Wei and Alon (2010) , etc. have highlighted the macroeconomic perspective of home-country location advantage in explaining the current trend of OFDI. In this paper, we investigate the relationship between location advantage in terms of home-country macroeconomic perspective and OFDI from India. The change in the macroeconomic environment of the country with the initiation of reform measures during 1990s justifies to choose the country for the present study. India can also be considered as an exemplar of emerging economies context as it is one of the largest economies and particularly, one of the most prominent emerging economies. The number of studies focusing on OFDI from India is also very few. Most of the studies (for instance the studies of Athreye and Kapur, 2009; Athukorala, 2009; Kumar, 1995 Kumar, , 2008 Nagaraj, 2006; Nayyar, 2008; Dige Pedersen, 2008; Ramamurti, 2009, etc.) have looked into the trend and pattern of OFDI from India. Likewise, studies of De Beule and Van Den Bulcke (2012), Buckley et al. (2012) , Das and Banik (2015) , Jain et al. (2015) , Nunnenkamp et al. (2012) , Pradhan (2011 ), Rajan (2009 , etc. have examined the location determinants of Indian OFDI. The role of firm specific factors on driving the growth of internationalisation of Indian multinationals is examined by studies such as Bhaumik et al. (2010) , Chittoor and Ray (2007) , Chittoor (2009), Elango and Patnaik (2007) , Gaur et al. (2014) , Pradhan (2004) , etc. Similarly, recent works of Chittoor et al. (2015) , Deng and Yang (2015) and Prashantham and Dhanaraj (2015) have also focused on examining the role of firm specific factors overseas investment by Indian firms. However, less concern has been given in investigating the role of home-country macroeconomic factors on the growth of OFDI from the country although the study of Tolentino (2010) examines the impact of macroeconomic factors such as exchange rate, trade openness and interest rate on the OFDI flows from India. The present study departs from the previous studies as it aims at investigating the role of home-country macroeconomic factors such as money supply, inflation and gross domestic product (GDP) on supporting the growth of OFDI from the country which has not been done beforehand for the best of my knowledge.
We employ multivariate time series analysis to investigate the dynamic relationship between OFDI from India and macroeconomic factors such as GDP, money supply and inflation. The study finds that GDP, money supply and inflation have long-run impact on the growth of OFDI from the country.
The paper is organised into the following sections. Next section depicts about the theoretical framework and hypotheses of the study. Methodology is discussed in third section. Fourth section presents the result and the discussion. Fifth section is the conclusion of the paper.
Theoretical framework
Dunning (1980, 1988) develops the eclectic paradigm of international production or 'OLI' paradigm 4 to illustrate the phenomenon of international production. It is called eclectic because it is a mix of ideas taken from several other theories. The eclectic paradigm is one of the most widely accepted, realistic and overall explanations for this phenomenon of international production after the failure of the theories of international production based on the comparative advantage doctrine (Galan et al., 2007) . Dunning (1980, 1988) describes the intensity of an enterprise to be involved in the multinational production through three specific types of advantages possessed by a firm. These are:
1 Ownership advantage -it is the possession of specific assets of both tangible and intangible assets by a firm which is not possessed by its competitors. According to Dunning (1980) , the more the ownership specific advantages possessed by an enterprise, the greater the inducement to internalise them and the wider the attractions of a foreign rather than a home-country production-base.
2 Location advantage -it is the advantage which is specific to a particular location.
3 Internalisation advantage -it is the capability of adoption of the location advantage with the given ownership advantage of the firm and how efficiently a firm internalises the location advantage is defined by the firm's capability which is represented by the 'O' advantage of the firms.
It usually happens because of the existence of market imperfection and transactional distance. Whilst, the studies of Barney (1991) , Hawawini et al. (2004) and Peteraf (1993) describe that the internal resources of the firms are closely associated with the competitive advantage of the firms but researchers such as Tolentino (2010), Nachum and Rolle (1999) and Nachum (2001) argue that external factors are also important for the competitive advantage of firms, albeit partially. Underlining the importance of home-country location advantage, Dunning (1980) notes, "the ability of enterprises to acquire ownership endowment is clearly not unrelated to the endowments specific to the countries in which they operate and particularly their country of origin." Dunning (2009) acknowledges the importance of macroeconomic factor in shaping the location pattern, structure and activities of multinational firms over the last 20 years, which was less considered as a part of location advantage during 1970s. Moreover, the studies of Tolentino (2010) and Uddin and Boateng (2011) have also emphasised the importance of macroeconomic factors as a source of location advantage in explaining the multinational activities of firms.
Hypothesis development
The hypotheses are developed based on theoretical and empirical evidences.
Gross domestic product
The big size of a market can act as a source of comparative advantage of the firms (Bhasin and Jain, 2013) . Supported by the previous studies (Das and Banik, 2015; Nunnenkamp et al., 2012; Ramasamy et al., 2012, etc.) , GDP of the home-country is taken as the indicator of market size. The study of Globerman and Shapiro (1999) describes that GDP is a source of intangible asset for the domestic firms to support the growth of OFDI. According to Deng (2012) , rapid growth of emerging nation bolsters the level of confidence of the emerging nations' firms and insists them to participate rigorously in the accelerated overseas investment. Previous studies (Andreff, 2002; Bhasin and Jain, 2013; Deng, 2012; Globerman and Shapiro, 1999; Kalotay and Sulstarova, 2010; Liu et al., 2005; Stoian, 2013 ) also find the significance of GDP on the growth of OFDI. The empirical investigation of Kalotay and Sulstarova (2010) observes that 1% increase in Russian GDP leads to 0.9% increase in cross-border merger and acquisition of Russia suggesting the addition of 'H' 5 leg to the trio of OLI paradigm. The study of Saad et al. (2014) finds that the impact of contemporary development of Malaysia on the growth of OFDI from the country. So, based on the above discussion, we hypothesise the relationship between GDP and OFDI in Hypothesis 1 (or H1).
H1 GDP is positively associated with OFDI.
Money supply
Money supply depicts the financial health of an economy (Agbloyor et. al., 2013) . Increase in money supply means the injection of more liquidity into the economy. According to theories of money supply, increase in the supply of money leads to reallocation of assets through injecting more liquidity into the hands of the buyers. Although, the increase in liquidity leads to the increase in the number of buyers through enlarging their disposable income, but limited opportunities in the home economy due to smallness of their market size insist the domestic investors to involve in OFDI activities increasingly in search of better opportunities beyond their national boundary (Boateng et al., 2014) . Prior studies of Boateng (2011) and Boateng et al. (2014) have observed the influence of money supply on the outward cross-border mergers and acquisitions of UK. In the developing countries opportunities is less available than the developed countries, so, the influence of increase in money supply will be more fervid on the growth of OFDI from the developing countries. Moreover, money supply is a very important instrument of monetary policy when the demand for money is stable. Previous study of Bahmani-Oskooee and Rehman (2005) finds that demand for money in the Asian countries is stable. Therefore, interest rate will not be a good instrument of monetary policy while demand for money is stable. According to Poole (1970) , interest rate as an instrument of monetary policy accentuates instability. Moreover, Ramachandran (2004) says that money supply quantifies the quality of a good indicator of policy changes. The author also reveals that in the present policy setting of multiple indicator approach, broad money supply (M3) is a good indicator that qualifies the norms of a good indicator though the importance of it was de-emphasised in the middle of 1990s. In the monetary policy framework of India, it is of crucial importance. Therefore, we choose broad money supply in the present study. On the basis of the theoretical argument and empirical evidence, we hypothesise the relationship between money supply and OFDI in Hypothesis 2 (or H2).
H2 There is positive relationship between OFDI and money supply.
Inflation
Inflation is an important component of macroeconomic environment of a country. The stability of an economy to a large extent is explained by the inflationary status of the country. Higher level of inflation is also an indication of malfunctioning of the financial system of the economy and also, an important indicator of the financial health. Inflationary pressure can increase the cost of capital (Cohen et al., 1999) , further leads to decrease in the return from capital. So, there may be flight of capital from the home economy to increase the return from investing abroad. The study of Cohen et al. (1999) reveals that the OFDI increases with the rise of inflationary pressure in the home economy. According to Agbloyor et al. (2013) , inflation is a bad economic agent and can increase the cost of capital through increasing the rate of interest. Thus, the increase in the inflationary pressure has dual effect; one is the erosion of capital and another is the increase in the rate of interest. Inflationary pressure of the domestic economy increases the flight of capital and also, the increase in the interest rate can promotes the growth of OFDI through discouraging the investors to invest in the domestic economy. The findings of the study of Boateng et al. (2014) and Uddin and Boateng (2011) reveals the presence of positive association between OFDI in the form of cross-border mergers and acquisition from UK and inflation. In our study, consumer price index (CPI) is chosen to represent the inflationary status of the country. Though CPI has limitations and has been in the midst of controversies in reflecting the inflationary status, still economic agents are more aware of the CPI than the wholesale price index. On the basis of the above discussion, we hypothesise the relationship between OFDI and inflation in Hypothesis 3 (or H3):
H3 OFDI is positively associated with inflation.
Methodology
This section discusses about the sources of data, descriptive statistics of the variables and the econometric method.
Data
Here, in the study, multivariate time series data for the period of 1980-2014 is taken for the analysis. The time period chosen for the study is based on the availability of data for the selected variables. The detail about the construction and sources of data is presented in Table A1 .
Econometric method
In this study, the time series analysis of data is chosen to capture the dynamic relationship between OFDI and macroeconomic factors both in the long-run and short-run. Usually, most of the time-series variables are non-stationary. So, initially, it is necessary to check the stationarity of the variables. Here, in this study, augmented Dickey-Fuller (ADF) Fuller, 1979, 1981) 
Here, u t is the pure white noise error term which is distributed independently and identically. Δy t represents first difference of y variable with p lags. β 0 , β 1 , β 2 and α i are coefficients and t denotes time. However, ADF test is criticised due to the restrictive assumption of statistical independence, constant variance of the distribution of the errors and for low power in the small sample. A non-parametric test with the less restrictive assumption for the distribution of the error term is developed by Phillips and Perron (1988) popularly known as Phillips-Perron (P-P) test. Therefore, the P-P method is also employed to cross-check the results given by ADF test. If all variables are not stationary and integrated of the same order, i.e., I(i), then there may be the presence of cointegration among the variables of the system in the long-run. The test of cointegration is necessary to detect the number of cointegrating equations among the variables in order to investigate their co-movement in the long-run. If the presence of cointegration among the variables is confirmed, an error correction term (ECT) should be included in the model to capture the speed of adjustment among the variables in the short-run towards the attainment of long-run equilibrium (Engle and Granger, 1987; Sargan, 1964) . The vector error correction model (VECM) has been chosen to analyse the direction of causality among the system variables. The equation in the VECM is,
Equation (2) can be expressed as follows:
where Δ is the first difference operator, z denotes vector of variables in natural logarithmic form, ε t is the normally, identically and independently distributed random variable with zero mean and standard deviation,
parameter, ∏ is a (p × p) matrix of the form, ∏ = αβÜ where α and β are both (p × r) full rank with matrices. β contains r cointegration equations and α contains adjustment coefficients in each of the r vectors. The result of ADF test reported in Table 3 shows that the four variables considered in the system are not stationary at level, but all are stationary at 1% level of significance at their first difference. The selection of lag for the ADF test has been done on the basis of Aikaike lag selection criteria (AIC). So, all variables of the system can be said to be integrated of order one, i.e., I(1). The estimates given by the P-P is also consistent to the estimates given by ADF test (we have not reported the result to conserve space). As all variables are found to be integrated of the same order, so, there is the possibility of the presence of cointegration among the variables in the long-run. To detect the presence of cointegration among the variables, cointegration test has to be conducted. In this study, the maximum likelihood method of Johansen (1988 Johansen ( , 1991 test and Johansen and Juselius (1990) is adopted to detect the presence of cointegration. The maximum likelihood method of Johansen (1988 Johansen ( , 1991 and Johansen and Juselius (1990) is selected in this study because of its superiority over the Engle and Granger (1987) test of cointegration to deal with a system of variables with three or more variables. Johansen test of multivariate cointegration test also requires specification of sufficient time lags. We conduct final prediction error (FPE) criteria, Hannan and Quinn information criteria (HQIC), log-likelihood ratio (LR) test, AIC, SBIC and log-likelihood (LL) test to estimate the optimal lag length. Generally, AIC and Schwarz information criteria (SIC) of lag selection are chosen for the determination of optimum lag length. But here in the study, the result as reported in Table 2 shows that both AIC and SIC have given different lag length. AIC has given lag length at lag 2. On the other hand, SIC has given lag length at 1. Note: *Denotes significant at 5% level of significance. Note: *Denotes significant at 5% significant level.
Results and discussions
The lag length given by the LR test is taken as the optimal lag length while SIC and AIC give different information about the lag length. So, we have taken lag length 4 given by LR test. The result of Johansen (1988 Johansen ( , 1991 test of cointegration is reported in Table 5 . In this test, the presence of cointegrating vector is detected on the basis of two statistics: maximum eigenvalue statistic (λ max ) and trace statistics (λ trace ). The result of cointegration test as reported in Table 5 shows that both statistics reject the null hypothesis of no cointegration (λ trace = 69.99 > critical value = 47.21; λ max = 39.28 > critical value = 27.07). The λ max test shows that there are at most one cointegration vector in the model at the 5% level of significance (λ max = 20.03 < critical value = 20.97, λ trace = 30.71 > critical value = 29.68). The λ trace statistics confirms that there are at most two cointegrating vectors among the variables (λ trace = 10.69 < critical value = 15.41). In a n variable model, the presence of at most n -1 cointegrating equation is justified (Enders, 2014) . In the present study, the presence of one cointegration which is confirmed by λ max test statistics is taken. The λ max statistics has the sharper alternative hypothesis than the λ trace statistics, so, it is more preferable to the λ trace statistics in deciding the number of cointegration present in a system of non-stationary variables (Enders, 2014) . Since there is the presence of cointegration among the variables, so, we have chosen VECM model for estimation. VECM model is consists of one ECT to estimate the speed of adjustment among the variables in the process of attainment of long-run equilibrium position.
Results
Regarding the short-run dynamics among the variables, the regression result of VECM model for OFDI is reported in Table 6 . The estimated coefficient of ECT (in Table 6 ) shows that, it has a negative sign and it is not significant indicating the absence of significant short run adjustment among the variables to the attainment of the long-run equilibrium position. The result shows that coefficients of the variables are not significant in the short-run analysis. Bi-variate analysis of causality is also performed to check the direction of causality (unidirectional or bidirectional causality) between OFDI and the other variables of the system. The result of bi-variate analysis is reported in Table 7 . The result reported in Table 7 shows that estimate of the coefficients of the variables fails to reject the null hypothesis that the coefficients of the variables are zero. Hence, the study confirms the absence of bi-directional causality between OFDI from India and the macroeconomic variables specified in the model. From the result, it can be said that OFDI from India is exogenous to GDP, money supply and inflation. The long-run analysis is presented in Table 8 . The result shows that there is long-run relationship among the system variables. The estimate of the log-run analysis shows that macroeconomic factors such as inflation (INF t ), money supply (BM t ) and GDP (GDP t ) are highly significant in explaining OFDI from the country. The finding of significant coefficient of GDP (p < .01) is consistent to the result drawn in the prior empirical studies (Boateng et al., 2014; Kalotay and Sulstarova, 2010; Uddin and Boateng, 2011 
However, the coefficients of inflation (p < .01) and money supply (p < .01) are found to be highly significant but the finding of negative coefficients of the variables is not consistent to the expected direction of relationship as given in Hypothesis 2 (or H2) and Hypothesis 3 (or H3), respectively. Moreover, the finding of negative coefficient of inflation and money supply is not in the line to the finding of the previous study of Boateng et al. (2014) . It is well established that increase in inflationary pressure can make domestic investment more costly and boost up the flight of capital in the form of OFDI. Also, increase in inflation leads to instability in the economy and it may also fuel the growth of outflow of capital. But, notably, in India, OFDI responds negatively to the increase in the inflationary pressure. One of the explanations of this reverse relationship between OFDI and inflation is that high inflationary pressure in an economy leads to increase in the interest rate which may act as a disincentive to the investors to expand their overseas investment activities. 'Fisher effect' elaborated in the 'Fisher's theory of interest rate ' (1930) , explains that interest increases as a response to increase in inflation, which can act as a disincentive to the investors and lead to the reduction of the profitability of investment as a result of increase in the cost of borrowing. Note: The VECM specification imposes three unit moduli points labelled with their distances from the unit circle.
Diagnostic test
We also perform a few diagnostic tests such as Lagrange multiplier test (to check the presence of autocorrelation), normality test (Jarque-Bera test or J-B test) and the stability of the VECM to check the reliability of the results drawn out from the model specified in the study. The Lagrange multiplier test reveals that there is the absence of serial autocorrelation in the lag orders. Therefore, lag selection for the analysis is justified. Moreover, the J-B test shows that the residual are normally distributed. We also perform the stability test of the VEC estimate to check whether we have correctly specified the number of cointegrating equations or not. The companion matrix of a VECM with k endogenous variables and r cointegrating equations has k -r unit eigenvalue. The process will be stable if the moduli of the remaining eigenvalues are strictly less than 1. In the present VECM model, there are four variables and one cointegrating equation, i.e., r = 1, so, there will be at most three unit moduli. Figure 1 shows that VECM specification imposes three unit moduli. So, the model is stable as the stability test does not indicate that the model is miss-specified. Figure 2 shows the forecasting of the system variables. In the VECM modelling, the model reliably predicts the variables if the variances of the forecast errors for the levels of a co-integrating VECM diverge with the increase in forecast horizon. Since all the variables in the model are first difference stationary, the forecast errors for the dynamic forecasts of the levels diverge to infinity. In the present study, the forecasting of the VECM model presented in Figure 2 shows that the width of the confidence intervals (shaded area represent the confidence interval) grows with the forecast horizon. It indicates that the model does reliably predict all the variables of the system.
Forecasting with VECM

Robustness check
We also perform robustness check analysis to check the robustness of the results or consistency of the estimates of the variables over the years. Economic reform initiated in India during 1991s has significant impact on the macroeconomic environment of the country. Moreover, the global crisis confronted Indian economy during the period of (Bajpai, 2011 . So, the presence of abnormality of the year can influence the estimate of the variables. Therefore, to capture the abnormality of the time period, two year dummies, one to capture the financial crisis of 2008 (1 = 2008-2014 year or 0 otherwise) and economic reform of 1991 (1 = 1991-2014 year or 0 otherwise) are introduced exogenously in the VECM model. The coefficient of the year dummy 1991 is found significant at 5% level of significance. However, the coefficient of the year dummy 2008 is not found significant. The result of the short-run causality and long-run relationship reported in Table 9 and Table 10 respectively shows that the findings are almost consistent to the estimate given by the base model reported in Tables 6 and 8 even after the taking care of the abnormal year. Though a little change in the magnitude of the coefficient and direction of relationship is noticed among the variables in the short-run but in the long-run, the direction of relationship among the variables is consistent to the estimates given by the base model. So, it can be said that abnormality of the time period has no significant impact on the direction of relationship between OFDI and other variables specified in the model in the long-run. 
Conclusions
Although there is a large body of literature investigating the role of firm specific advantage and industry specific factors on OFDI from the developing countries multinationals but the importance of macroeconomic factors on OFDI is still underresearched. Thus, the present study contributes to the literature of emerging economy multinationals unveiling the importance of macroeconomic factors on the growth of OFDI from the emerging economies in general and India in particular. Although, macroeconomic factors were not the key element of location advantage during 1970s, but considered to be one of the key location advantage to explain the recent pattern and structure of multinational activities in 1990s. Specifically, the study explores the importance of a few key home-country macroeconomic factors such as broad money supply, GDP and inflation on the growth of OFDI from India. The study finds that GDP has positive and significant impact on it. Other two variables namely broad money supply and inflation have significant but negative impact on OFDI. The present study challenges the current perception about the determinants of ownership structure of emerging multinationals through extending the explanatory power of the macroeconomic theories in describing the OFDI activities, although, the currently accepted view has dimmed the role of home-country factors in explaining the complex expansion strategy of multinationals in a globally integrated economy. Moreover, the current study unfolds the fact that though multinationalisation of Indian firms happened in a flatter and integrated global economy but the home-country macroeconomic environment still has a vital role to play to influence the dynamics of foreign direct investment position of the country.
Policy implications
The findings of the study have several implications for policy. The achievement of economies of scale by the eligible producers and the goal of developing a more efficient and highly competitive production structure through diversification of destinations and fragmentation of the value chain, access to global technological know-how, enhancement of competitiveness, avail of new market opportunities and building of trade-promoting network by expansion of OFDI at the same time maintaining stability in the domestic economy is a part of recent policy agenda of India set by RBI. The finding of significant impact of the GDP, money supply and inflation on OFDI from the country reflects the importance of national economies in its growth. However, the possible ramification of this rising trend of OFDI in the recent years on economic growth, domestic investment and employment generation in the home economy needs to be closely scrutinised against the potential benefit expected to be gained from it.
Limitations
Although the study finds the macroeconomic factor playing a significant role in explaining the dynamics of OFDI from India but the study unable to capture the influence of other two aspects of multinationalisation such as ownership advantage and internalisation advantage. So, the study draws the partial picture of OFDI from India and fails to explain the OFDI activities from the country comprehensively. Although, this study finds the presence of dynamic relationship between the location advantage of the home-country in terms of macroeconomic environment and OFDI, but the study is performed based on the data at aggregate level, so, it is one of the limitations of the study. Consideration of more time series observation will enrich the finding of the study. Moreover, the study focuses only on a few macroeconomic factors of the home economy which limits the study to draw an overall picture to reflect their importance on the growth of OFDI.
